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The Journal of Accountancy
Official Organ of the American Institute

of

Accountants

A. P. RICHARDSON, Editor

EDITORIAL
Readers of The Journal of Account
who have occasionally turned to the
editorial pages and are more or less
familiar with the form in which these
notes have been appearing will notice a change in the form of
their presentation in this issue. We trust that all will approve.
One of the eminently desirable tendencies in modern magazine
practice is an effort to bring about a personal relationship between
editors and readers somewhat closer than prevailed in the days
when the editor sometimes imagined himself a kind of Delphic
oracle by whom those who applied for light might be given a
glimmer or two if it happened to be agreeable to the dispenser
of wisdom. Nowadays the editor is not able to convince himself
of his omniscience however much he may desire to do so. He
strives to reflect the opinions of the class to whom he is address
ing himself and if he cannot accomplish that purpose he fails.
With this thought in mind we are adopting this more informal
and, we believe, better form of production of comment. It seems
to bring us closer to the reader’s ear. If our readers approve we
shall not be reluctant to hear their opinions frankly expressed.
And incidentally it may not be amiss to say that a great assistance
can be given to the production of all editorial comment if sug
gestions are freely offered.

Chiefly a Matter
of Form

ancy

In our advertising pages this month
appears an announcement of a competi
tion offered by the American Institute
of Accountants Foundation for the best theses presented
dealing with the general subject of capital stock without par
value. Prizes up to a maximum of $2,500 for the first prize
are offered, and the contest is open to all who care to participate.
No restriction of any kind is set upon the nature or content of the
essays. A special prize is offered to members of the Institute as
distinct from contestants outside the membership. This competition

Prize Competition
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is made possible by the offer to donate a sum up to $10,000 to the
endowment fund for the purposes of the contest. The offer was
made and accepted at a meeting of the council of the Institute held
last year, but definite announcement of the details was postponed
until the present time for various reasons which seemed adequate
to the executive committee. We trust that all our readers will
consult the advertisement to which we refer, and that there will
be a generous response to the invitation. No subject is of greater
moment to the accounting profession and few are more contro
versial. The whole question of the issuance of capital stock
without par value is of comparatively recent origin, but there has
been so widespread an interest in the plan that it is known and
discussed even in those states which have not yet provided legis
lation rendering possible the issuance of such stock. The
American Institute of Accountants Foundation has been fortunate
in obtaining the assistance of a jury to decide the result of the
contest.The jurors consist of Julius H. Barnes, head of the Grain
Corporation during the war, now president of the Chamber of
Commerce of the United States of America and a business man
of the highest type and the utmost prominence; Wesley C.
Mitchell, who is a well-known economist, undoubtedly one of the
leaders in his field; Albert Rathbone, an eminent member of the
bar, who was an assistant secretary of the treasury during the war;
Frederick Strauss, who is a partner of the banking firm of
J. & W. Seligman & Co.; and the fifth member of the jury
is George O. May, chairman of the committee on administration
of endowment of the American Institute of Accountants. We
have, therefore, a jury consisting of a business man, an economist,
a lawyer, a banker and an accountant. The professions which
these men represent are all interested in the question at issue, and
it will be strange indeed if as a result of this competition there be
not produced an invaluable compendium of thought and infor
mation dealing with the broad question and with many of its
special phases. The best theses will be presented from time
to time in The Journal of Accountancy and quite probably
will be published as a collection in book form.
Everyone is or should be familiar with
the scriptural axiom: “Where there is no
Vision
vision the people perish.” The con
verse is also true, “Where there is vision the people will not
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perish.” The American Institute of Accountants has recognized
these two facts from its inception and has endeavored by breadth
and the avoidance of littleness to serve the whole accounting
profession and thereby to serve the whole community. The offer
which we have mentioned in the preceding paragraph is only
another illustration of that vision upon which the great success
of the Institute is founded. The desire to serve has never been
better exemplified than through this altruistic offer made with the
hope of bringing together various shades of opinion and expo
sitions of fact, out of which the general public may derive a fair
and comprehensive understanding of an extremely vexed question.
Publication of such works as the Accountants’ Index is another
evidence of a broad philosophy. Prior to the appearance of this book
nothing was known and no source of information was available
in regard to the great mass of literature which had been written
dealing with accountancy and its related subjects. The expense
of producing the book would have been prohibitive to any
organization not supported by the thought, effort and money of
men of vision. The contents of Approved Methods for the
Preparation of Balance-sheet Statements, prepared in response
to requests from the federal trade commission and the federal
reserve board, followed by the publication of this matter in
pamphlet form, provide another instance of what may be done
when skill and willingness combine to labor for the common good.
It is well sometimes to pause and remember things that are being
done lest those of us not actively engaged in the accomplishment
of such things forget.
Readers will learn with gratification that
the house of representatives on February
Accountancy Law
12th passed the so-called “Capper” bill
for District
which creates a board of accountancy in
of Columbia
the District of Columbia. One or two
minor amendments which were introduced by the house com
mittee were approved by the senate on February 13th. The
Capper bill follows the general lines of the model law approved
by the American Institute of Accountants, and its enactment will
certainly do much to strengthen the position of the profession in
the national capital. It has been a strange anomaly that the
political center of the country should be the only district without
regulatory legislation for accountants. The result of this con-
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dition is well known to all who have watched with amazement
the occurrence of various undesirable developments in the
district. It now remains for the Institute, having taken an active
and effective part in the enactment of the law, to do its utmost to
assure a proper, fair and non-political administration of it. There
has long been a feeling that C. P. A. legislation in the district
might have its perils on account of the propinquity of so great
a volume of political effort and influence. The bill, however,
which has now been passed is intended to prevent the injection
of politics in any undesirable way, and it is believed that, gen
erally speaking, the establishment of an accountancy board in
Washington will be to the benefit of the profession throughout
the country.
Elsewhere in this issue of The Journal
of Accountancy appears an article by
The Sphere of the
Wesley C. Mitchell which we commend
Accountant
to the careful attention of our readers.
Mr. Mitchell presented his views at a meeting of the New York
State Society of Certified Public Accountants and those who
were fortunate enough to hear his address were much impressed.
Not everyone will agree with his ideas. There is much to be said
in favor of the cobbler sticking to his last to the last, but on the
other hand, the cobbler is not as a rule a broad-minded person—
his vision is limited. If he look not beyond the confines of his
shop he will lose much of the beauty in life and will fail of the
greater accomplishments. There is no doubt that there have been
too many cobbler accountants in the past, and there is no doubt
at all that there are fewer to-day. It is because of their greater
breadth of view that accountants are becoming a power in the
land. Something like this was in Mr. Mitchell’s mind when he
laid stress upon the necessity that the accountant who is to serve
best shall acquaint himself, to a fair degree of familiarity, with
the trend of business, politics and economics. One thing is
certain, there may be something to be said for the cobbler theory,
but we doubt if any accountant or any other person ever was
injured by the excess weight of his general knowledge.

A great deal of interest has been manifest
in and around New York in a decision of
C. P. A. Practice
the appellate division of the supreme
court in the case of the people against the National Association

207

The Journal of Accountancy

of Certified Public Accountants. This was an appeal by plaintiff
from an order of the supreme court denying a motion of the
plaintiff for an injunction pendente lite to restrain the defendant
from holding examinations in the state of New York to qualify
persons as certified public accountants to practise as such in the
state. This decision is important in that it clearly prohibits the
members of the National Association of Certified Public Account
ants from holding an examination and issuing certificates as
certified public accountants in the state of New York. Unfor
tunately, however, the decision does not go far enough to be
all-embracing. Legal opinions differ as to the effect in the case
of accountants who are certified under proper legal requirements
of other states and describe themselves in New York as certified
public accountants of such other states. Many opinions have been
expressed to the effect that a man who is a C. P. A. of, say,
Maine, is entitled to describe himself as such and is not guilty
of any misrepresentation under any state law. Others claim that
the restriction in the New York law as interpreted by the
appellate division applies to everyone who uses the letters
“C. P. A.” or designation “certified public accountant,” however
modified by initials or even full name of state of origin. This
is a question upon which there has been so much discussion and
so much acrimony that it is manifestly desirable that it be settled.
If the laws restricting practice as certified public accountants to
persons certified under the law of any one state are constitutional
and will be upheld or if they are unconstitutional and unen
forceable, it is imperative that the facts be known. Nothing can
be gained by a continuance of indefiniteness. We hope, therefore,
that the decision rendered in New York will be followed by a
decision of some court of competent jurisdiction defining the
restrictive effect of all C. P. A. legislation.

Retroactive
Regulation

A great deal of consternation has been
caused among accountants by treasury
decision 3414, in which the following
paragraph appears:

A lessee is not entitled, under the revenue acts of 1916, 1917, 1918
or 1921, to an allowance for depreciation based on the value of his
lease as of March 1, 1913, if acquired prior thereto, but where a
leasehold is acquired for business purposes for a specified sum, the
purchaser may take as a deduction in his return an aliquot part of
such sum each year, based on the number of years the lease has to run.
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It appears from advices received from Washington that the subject
has been given as much consideration as almost any question that
has arisen under the law, and the present decision is the result.
It is possible to have a great deal of sympathy with the depart
ment’s desire to check the growth of the practice of claiming
depreciation on leaseholds on the basis of more or less authentic
valuations as at March 1, 1913, but there is some doubt as to the
ability of the department to sustain the position it has taken in
this decision. At first it seemed that the decision was practically
an extension of the rules laid down by the department following
the decision in the Goodrich case and that the bureau had taken
the view that the claim in regard to leaseholds was a claim for
loss which might be limited to the cost or value at March 1, 1913,
whichever might be the lower. The decision, however, was
specifically made applicable under the revenue law of 1921, which
provides that all depreciation shall be based on values at March
1, 1913. This made it evident that the first impression as to the
grounds for the department’s action was incorrect. It is clear
that in order to support this position under the act of 1921 the
department must take the question of leaseholds entirely outside
the scope of the depreciation clause—and it is interesting to note
that the decision is reported in the bulletins under the heading
“Rentals” with only a cross reference to depreciation. It seems
evident, therefore, that the department proposes to treat premiums
paid for leaseholds simply as additional rental just as it treats
discount on bonds as additional interest.
We cannot avoid thinking, however,
that the department would encounter
serious difficulty in applying such a rule.
A leasehold is legally regarded as prop
erty, and if this be so it is difficult to see
how the department can deny depreciation on a leasehold which
is employed in the business and is being gradually exhausted by
the effluxion of time. The position seems to be made more
difficult by the express provision of the act in the case of
depletion that the allowance shall be equitably apportioned
between the lessor and lessee. And it should be borne in mind
that the supreme court has declined to accept the view that a
leasehold interest in a mine was a kind of property differing from

Forcing the
Taxpayer into
Court

209

The Journal of Accountancy

the ordinary leasehold. Altogether we have come to the con
clusion that the department has felt it necessary to check the
abuse of the right to claim depreciation on leaseholds, but has
decided that the best way to do it is to issue a treasury decision
which will force claimants to take the matter to the courts. The
question will come sooner or later into the courts and we venture
to predict that treasury decision 3414 will then be upset. Even
so, it may have been effective in inducing taxpayers to withdraw
any claim for depreciation in cases which were not particularly
well established or not important in amount. We cannot help
feeling that the department would have acted more wisely if it
had accepted the principle that leaseholds used in business are
depreciable to March 1, 1913, values, but had announced that
taxpayers would be held to a very strict and complete demon
stration of such values.
The January issue of The Journal of
Accountancy contained an editorial
note dealing with the opportunities for
young accountants. We have been much
flattered to receive a volume of comment
from various readers, some of whom seem to feel that the editor
of this magazine may be responsible for the facts which he was
rehearsing. Others, while not making a railing accusation against
us, appear to have been aroused to a spirit of interrogation by
seeing the truth in print. The most instructive comment is con
tained in a letter which has come from the middle west, wherein
it is alleged that there is a scarcity of qualified men in that
section of the country, and the question is quite naturally asked:
“Have wages been so reduced in the west that the unattached
young men have wandered to the east in search of better
conditions?” To this we have no answer which is comprehensive,
but so far as we have been able to learn there has been no more
reduction in the west than elsewhere. In some cases the truth
seems to be that there has been greater reduction in the east.
Another result of the publication of the editorial comment was a
number of inquiries for qualified men, and as a consequence all
those of whom we had knowledge were able to obtain employ
ment. We hasten to assure our readers, however, lest there be
some misunderstanding, that among the Journal's numerous
activities is not the function of an employment agency.

Opportunities for
the Young
Accountant
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One of our friends sends us an adver
tisement from a local paper in which it
is set forth that “a skilled bookkeeper is
disengaged and is willing to audit and
close books.” He undertakes to give special care to books muddled
by “accountants.” Our correspondent seems to feel aggrieved
that any advertiser should consider it possible that accountants
would muddle books. The key to the problem is the fact that in
the advertisement the word accountants is quoted. We regard
the advertisement as a fine testimonial. It is the accountant
surrounded by inverted commas who is the cause of half the
anguish in the accounting world. When the quotation marks are
removed the possibility of muddling is considerably reduced. It
might be an interesting thing to classify the accountants of the
country as accountants quoted and accountants unquoted.
Muddled by
“Accountants”
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